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Disclaimer and Risk Warnings

Trading any financial market involves risk. The content of this e-book, its
various associated websites (particularly www.ForexRobotsFactory.com ) and
all related correspondence are neither a solicitation nor an offer to
purchase or sell any financial instrument.

Although every attempt has been made to assure accuracy, we do not
give any express or implied warranty as to its accuracy. We do not accept
any liability for error or omission. Examples are provided for illustrative
and educational purposes only and should not be construed as
investment advice or strategy.

No representation is being made that any account or trader will or is
likely to achieve profits or losses similar to those discussed in this e-
book. Past performance is not indicative of future results.

By purchasing the software, subscribing to our mailing list or using the
website you will be deemed to have accepted these terms in full.

The publishers, their representatives and associates do not and cannot
give investment advice.

We endeavor to insure that related websites are available 24 hours per
day but we cannot be held liable if, for any reason, a site is unavailable.
The information provided in this e-book is not intended for distribution
to, or for use by, any person or entity in any jurisdiction or country
where such distribution or use would be contrary to law or regulation or
which would subject us to any registration requirement within such
jurisdiction or country.

Hypothetical performance results have many inherent limitations, some
of which are mentioned below. No representation is being made that
any account will or is likely to achieve profits or losses similar to those
shown. In fact, there are frequently sharp differences between
hypothetical performance results and actual results subsequently
achieved by any particular trading program.

One of the limitations of hypothetical performance results is that they
are generally prepared with the benefit of hindsight. In addition,
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hypothetical trading does not involve financial risk and no hypothetical
trading record can completely account for the impact of financial risk in
actual trading.

For example: the ability to withstand losses or to adhere to a particular
trading program in spite of trading losses are material points which can
also adversely affect trading results. There are numerous other factors
related to the market in general and to the implementation of any
specific trading program, which cannot be fully accounted for in the
preparation of hypothetical performance results, all of which can
adversely affect actual trading results.

We reserve the right to change these terms and conditions without
notice. You can check for updates to this disclaimer at any time without

notification.

The content of this e-book and all related websites and correspondence
are copyright and may not be copied or reproduced.

U.S. Government Required Disclaimer

Commodity Futures Trading Commission Futures and Options trading
have large potential rewards, but also large potential risk. You must be
aware of the risks and be willing to accept them in order to invest in the
FOREX, futures and options markets. The past performance of any
trading system or methodology is not necessarily indicative of future
results.
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Dear Trader,

It has been a long time since I've started investigating the most
interesting, exciting and challenging subject in Forex technical trading -
Japanese Candlesticks.

I’'ve studied every possible angle about these candlesticks, but no one
has told me the real secrets on the market.

One of my trading mentors, the person who’ve changed the way | think
and behave has told me: “when you understand the secrets of Japanese
Candlesticks, you will understand everything on the market” .

I’'ve asked him to elaborate about these secrets, but he refused. He told
me | should first explore it myself.

I’ve decided to take this one step forward and started to investigate this
thoroughly. After years of observation, trading, experimenting, losses
and profits I've realized it.

After I've realized it | decided to write down all my insights to make sure
| will never dare to forget this. A written word will never be forgotten.

Today | allow myself to take it even further and, unlike my mentor, I've
decided to share with you the hidden secret of Japanese Candlesticks.

| will explain about two patterns which you probably already know, and
will then elaborate on their secret meaning on a chart.
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Engulfing

The first pattern | would like you to know is called: Engulfing.
It looks like this:

Its meaning is simple: The body of the (usually) blue or green candlestick
“swallows” the body of the previous candlestick.

It means that the body of the bullish (rising) candle is bigger than the
body of the bearish candle that preceded it. It was the last candlestick on

the downtrend. This is a bullish engulfing.

There is also bearish engulfing: this is an engulfing pattern that shows
itself at the end of an uptrend.
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The red candlestick, that reflects the bulls, “swallows” the entire
candlestick which preceded it.

Please note: in this pattern, we are interested only in the candlesticks’
bodies. We do not care about the tails/shadows.

After we’ve seen the famous engulfing pattern, let’s try to understand
why it is so special.

This pattern has a very unusual sub-pattern that sometimes appears. |
call it the 3 candlesticks engulfing.

The 3 candlesticks engulfing swallows not only one candlestick that
preceded it. It swallows 3 bodies of the 3 candlesticks that precede it.

Here is an example:

Engulfind 3 bars

As you can see, the body of the green candlestick, the bullish candlestick,
swallows the previous 3 candlesticks.

Note: | don’t care about the shadows in engulfing pattern.

This pattern is rare but extremely unique.
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Usually after an engulfing pattern we will see decreases in prices and
only afterward the price will rise. It is to say that mostly, we will witness
a small correction that appears before a very powerful move, which the
engulfing pattern has hinted on. After the correction the price will move
in the same direction of the engulfing pattern.

Look at what happened right after the above engulfing:

.

a

After the engulfing we’ve witnessed a fall and right after it - market has
moved in the direction of the engulfing.

Why does it happen?

After a very strong downtrend a phase comes where traders take their
profits. When this profit-taking phase occurs, the market moves in a
direction opposite to the previous move.

In our example, an up move follows profit taking after a downtrend. This
created the powerful engulfing. The real “professional” buyers are
waiting for the small correction that will follow this engulfing so as to
attack the bargain price.

|II
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How can this help us?

If you’ve identified a 3 candlesticks engulfing, you can trade against the
direction of the engulfing candlestick with a risk of a few pips and take
profit of few pips (depending on the engulfing candlestick size). After
this, you can and should join the market in the direction of the engulfing.

This way you are squeezing the maximum pips available from this
pattern.

Please note: There are engulfings of less than 3 candlesticks and there
are engulfing of more than 3 candlesticks. They are less reliable. Please
take this into account.

3 candlesticks engulfing is rare but extremely reliable.

The
"correction”

1

e H *
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The move after the
correction, keep the
engulfing direction

Engulfing 3 bars
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This pattern is also very reliable when it appears after an uptrend:

Enguifing 3 bars The move after the
correction, keep the
engulfing direction

after the
engulfing

Now, after we’ve seen the first pattern, the 3 candlesticks engulfing,
let’s recognize the second pattern, which also hints about a trend’s end.
This pattern is called Marubozu.

(continued on next page)
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Marubozu

It means a candlestick without shadows. There are a few classes of
Marubozu candlestick:

- A complete Marubozu,with no shadows at all.

- A closing Marubozu, with no shadow above or below the close of the
candlestick.

- An opening Marubozu, with no shadow above or below the open of the
candlestick.

Here you can see some examples:

An opening Marubozu:

This bearish candlestick has opened from the upper side of the
candlestick and kept falling. There is no shadow above the opening price.

A closing Marubozu:

This candlestick has closed with no shadow below the closing price.
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A complete Marubozu:

This candlestick has started and finished with a move in only one
direction. There are no shadows above or below open and close prices.

After we understood the meaning and general form of a Marubozu, let’s
see how and when we should use it.

When Marubozu appears at the end of a trend, uptrend or downtrend, in
95% of the cases it means that the trend has finished and this is an ideal
time to exercise profits.

Let’s see examples of this pattern:

Marubozu "close"

gﬁh

You can see that after a closing Marubozu the market changed its
direction. It moved from an uptrend to a downtrend.
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Here is another example:

!

?

Marubozu "close"

Here we can also see a clear Marubozu. Market has changed direction
after this Marubozu.

Please note: after Marubozu at the end of a trend, a trading range might
follow, in other words, there is a desperate attempt to continue the
trend.

Don’t get confused guys and gals, Marubozu at the end of a trend means
you should close your trades and collect your profits.

Why should we close open trades after a Marubozu?

A candlestick with no shadows is a very powerful candlestick.

If this is a green candlestick, it means that the power of the buyers has
gotten very strong.

If this is a red candlestick, it means that the sellers are in charge.
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A candlestick with no shadows means that market has just performed a
“clearance sale”. Imagine a fashion store announcing on a sale. You will
find it packed with people. Then, there are barely clothes available for
sale. Then there is a decrease in demand and price falls.

This is exactly what happens after a Marubozu.

People are streaming to the store, but the supply is over. This is time to
close your positions guys.

Here are more examples:

Marubozu "open”
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A Marubozu appeared and this is the perfect time to close your positions
and collect profits.

Marubozu "close"

After the Marubozu there is a desperate attempt to find more supply,
but is does not exist any longer. Then market has entered a trading
range.
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That’s it for now my friend. This is the first part of "the secret meaning of
Japanese Candlesticks". | am sure you will use this to your advantage and
improve your trading skills.

Wishing you good luck with your trading.

To your success,

Vadimer Rbakow
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